Intellectual property rights protection (IPRP) has caused great concern in China, especially since the introduction of the Belt and Road (B&R) initiative. The Chinese government has increased investments to the countries along the B&R, most of which are developing countries with high investment risks. Using the panel data of China's outward foreign direct investment (OFDI) in 121 countries from 2003 to 2017, the sustainable relationships between the IPRP of host countries and China's OFDI has been analyzed. The results of this paper show that, from the worldwide perspective, the stronger the IPRP of the host country, the greater attraction to China's OFDI. While the IPRP of the countries along the B&R has a nonlinear U-shaped effect on China's OFDI, which is related to the complex environments of the countries. When the IPRP of the B&R countries is within a certain range, China's OFDI is biased toward a country with lower IPRP, and when the IPRP exceeds a certain range, China's OFDI is biased toward a country with higher IPRP. Moreover, the market size, natural resources endowment and political environment of the host country are influential upon China's OFDI as well. What deserves our attention is that China's OFDI is more biased towards countries with poor political conditions, which can be related to the enterprise type and that most of the large multinational enterprises in China are state-controlled, resulting in investment decisions largely reflected by the national political goals rather than simple market targets.
Introduction
In the context of the knowledge economy, intellectual property has received increasing attention from all around the world. Since the entry into force of Trade-Related Aspects of Intellectual Property Rights (TRIPS) in 1995, developing countries have greatly strengthened the intellectual property rights protection (IPRP) system in response to the increasing pressure from developed countries. As the largest developing country in the world, China is striving to build a complete legal system for IPRP. Related to China's "Go Global" strategy, the extent of China's expansion is deepening accompanied with a significant increase in the amount of international trade, foreign direct investment (FDI) and outward foreign direct investment (OFDI). The detailed amount and annual flow of OFDI from 2003 to 2017 are shown in Figures 1 and 2 . From the perspective of OFDI stock, China's OFDI has been increasing year by year, reaching 1809.04 in 2017, ranking second. However, from the perspective of annual flow, compared with 2016, the OFDI flow in 2017 decreased by 19.3% [1] . ranking second. However, from the perspective of annual flow, compared with 2016, the OFDI flow in 2017 decreased by 19.3% [1] . "The Belt and Road" (B&R) initiative was proposed by President Jinping Xi in 2013 at Nazarbayev University, which is committed to establishing positive partnerships with countries along B&R and linking China to Asia, Europe and Africa [2] . Since the launch of the B&R initiative at the end of 2013, the Chinese government has made it the most important national strategy [3] , which provides a blueprint for China's strong alliance with the world economy and represents the Chinese government's commitment to a more open economy. It is estimated that more than 60 countries have been covered by the B&R, and the total population exceeds 4 billion along the B&R countries [4, 5] . However, most of the members are developing countries with large economic gaps and uneven governance capacity. In particular, some countries have been plagued by political turmoil and religious disputes for a long time, which brings great risks to the sustainable development of China's OFDI. Under the background of slowing economic growth and profound adjustment of Chinese economic structure, keeping the sustainable development of China's OFDI has a significant impact on the success of the B&R initiative. Therefore, this paper aims to analyze the effect of IPRP on the sustainable development of China's OFDI from the following perspectives: (a) whether the IPRP will affect the determinants of China's OFDI? (b) Does the IPRP effect of the countries along the B&R is "The Belt and Road" (B&R) initiative was proposed by President Jinping Xi in 2013 at Nazarbayev University, which is committed to establishing positive partnerships with countries along B&R and linking China to Asia, Europe and Africa [2] . Since the launch of the B&R initiative at the end of 2013, the Chinese government has made it the most important national strategy [3] , which provides a blueprint for China's strong alliance with the world economy and represents the Chinese government's commitment to a more open economy. It is estimated that more than 60 countries have been covered by the B&R, and the total population exceeds 4 billion along the B&R countries [4, 5] . However, most of the members are developing countries with large economic gaps and uneven governance capacity. In particular, some countries have been plagued by political turmoil and religious disputes for a long time, which brings great risks to the sustainable development of China's OFDI. Under the background of slowing economic growth and profound adjustment of Chinese economic structure, keeping the sustainable development of China's OFDI has a significant impact on the success of the B&R initiative. Therefore, this paper aims to analyze the effect of IPRP on the sustainable development of China's OFDI from the following perspectives: (a) whether the IPRP will affect the determinants of China's OFDI? (b) Does the IPRP effect of the countries along the B&R is "The Belt and Road" (B&R) initiative was proposed by President Jinping Xi in 2013 at Nazarbayev University, which is committed to establishing positive partnerships with countries along B&R and linking China to Asia, Europe and Africa [2] . Since the launch of the B&R initiative at the end of 2013, the Chinese government has made it the most important national strategy [3] , which provides a blueprint for China's strong alliance with the world economy and represents the Chinese government's commitment to a more open economy. It is estimated that more than 60 countries have been covered by the B&R, and the total population exceeds 4 billion along the B&R countries [4, 5] . However, most of the members are developing countries with large economic gaps and uneven governance capacity. In particular, some countries have been plagued by political turmoil and religious disputes for a long time, which brings great risks to the sustainable development of China's OFDI. Under the background of slowing economic growth and profound adjustment of Chinese economic structure, keeping the sustainable development of China's OFDI has a significant impact on the success of the B&R initiative. Therefore, this paper aims to analyze the effect of IPRP on the sustainable development of China's OFDI from the following perspectives: (a) whether the IPRP will affect the determinants of China's OFDI? (b) Does the IPRP effect of the countries along the B&R is consistent with the countries all around the world? (c) Are there any other factors that will affect China's OFDI as well?
Based on the analysis above, using the panel data of China's OFDI in 121 countries from 2003 to 2017, the contributions of this paper can be summarized as follows: first of all, the sustainable analysis Sustainability 2019, 11, 2100 3 of 14 of China's OFDI and the IPRP of the host countries, which is a topic that deserves special analysis in the context of today's knowledge economy. Secondly, a separate analysis of countries along the B&R is applied, aiming to provide constructive advice on the development of China's B&R initiative. In addition, compared with the previous literature, this paper considers the non-linear effect of IPRP for the first time, which fits the B&R data better. Furthermore, the time span of the empirical data is long enough, which contains the period before and after the implementation of the B&R initiative, and it is critical to analyzing the impact of B&R initiative. Finally, various factors affecting OFDI are considered, including the market size of the host country, strategic assets, natural resource endowments, political system risk, and the geographical distance between the host country and China.
The remaining parts of this paper are structured as follows: Section 2 is the literature review in related fields; Section 3 is the methodology and data sources; Section 4 is the empirical analysis and discussion; and Section 5 is the conclusion.
Literature Review

New Institutional Economics
New institutional economics is a new economic perspective that attempts to study economics by focusing on the institutions behind economic activities [6, 7] . Institutional economics was first proposed by Hamilton at the 41st American Economics Annual Conference in 1990 [8] , and since then has been widely researched [9] . In the 1970s, in face of the reality that the Western countries' economy had entered the stage of "stagflation" and the weakness of Keynesian economics, the importance of the institution to economic operations was taken seriously again. The terminology "new institutional economics" was first proposed by Williamson to distinguish it from the early institutional economics [10] . On the basis of inheriting the institutional factors of the early institutional economics, new institutional economics pays more attention to analyzing the shaping of the system by micro-factors [11, 12] . The new institutional economics formed a complete set of the reasons, dynamics, and forms of the evolution of the system, which can be regarded as an extension of the old institutional economics and neoclassical economics [13, 14] .
New institutional economics attempts to incorporate institutions into economic analysis by weakening some assumptions of neoclassical economics. Neoclassical economics is essentially an economics that focuses on transactions. Both producers and consumers complete their economic behavior through transactions [15, 16] . For example, manufacturers maximize profits by purchasing factors of production and selling products, and consumers maximize utility by purchasing goods and selling labor. From this perspective, neoclassical economics mainly focuses on "buying" and "selling", that is, "transaction", and technology is given exogenously. However, the economics of this research transaction actually assumes that "the cost of transactions are zero." This premise is clearly far from reality, which also leads to the inability to explain various economic phenomena. The new institutional economics begins with the perspective of "transaction costs are greater than zero", and it focuses more on the effect of transaction costs to the economy [17, 18] . The transaction cost mainly refers to the loss that is not taken into consideration during the establishment of the transaction. such as the money and time spent on bargaining and the insurance measures taken to prevent deception. Once the transaction costs are taken into account, the economic choices of the participating entities are no longer just demand or supply, but also the various trading methods or institutions that ensure the effective conduct of the transaction. Since the institution will affect the transaction cost, with the control of other factors, the transaction cost will become an important factor affecting economics [19, 20] .
Reducing transaction costs is equivalent to improving resource allocation efficiency. Many theoretical and empirical studies focus on resource allocation efficiency and can be developed in the context of transaction costs [21] . This paper examines the impact of the construction of intellectual property protection system on international trade and investment efficiency, which is an empirical verification of the new institutional economics. 
The Determinants of Outward Foreign Direct Investment (OFDI)
The motivations and determinants of international investment have been fully discussed [22] [23] [24] . Among them, the eclectic theory of international production proposed by Dunning is a unified and comprehensive theory of international production. It is believed that enterprises must have both ownership advantage, international advantage and location advantage when making OFDI decisions [24] . Lall discussed the international investments of developing countries, and believed that enterprises in developing countries were characterized by high labor intensiveness and high flexibility, which formed their advantages [25] . Some Chinese scholars have conducted special studies on the development of international investment theory in China. Wu and Huang divide multinational enterprises into dominant enterprises and inferior enterprises according to the level of marketing ability [26] . The dominant enterprises focused on "stakes from interests" and always strived to obtain the largest economic benefits in short time; while inferior enterprises aimed at "experience acquisition", the cost of which would be compensated by increasing competitiveness.
There has been a lot of research concentrating on the impact of IPRP on the international trade and the foreign investment, but no unified conclusions have been reached. Helpman developed a dynamic general equilibrium model of North-South trade, which concluded that strict IPRP would significantly hinder industrial development in the South [27] . The shortcoming of this model is that the IPRP in the model is exogenously given and cost-free, and the OFDI level lacks an endogenous response to the changes in IPRP intensity. Based on the Helpman model [27] , Lai introduced the endogenous response of OFDI to IPRP intensity changes into the dynamic general equilibrium international product cycle model, and reached the opposite conclusion: strict IPRP is beneficial to both the North and the South. But the limitation in Lai's model is that IPRP is still exogenous and not costly [28] . To sum up, there are two kinds of impact about IPRP on foreign investment. On the one hand, the positive impacts include: incentive technology innovation [29, 30] , reduce investment risk by providing stable investment environments [31, 32] , and improve the quality of investment by changing the composition of foreign investment [33, 34] . On the other hand, negative impact is increasing the technological monopoly rights of multinational corporations, which will force them to reduce production and sales to increase profits [30, 34, 35] . Apart from this, the impact of IPRP on foreign investment is also related to the basic development of the host country, including market size [36] [37] [38] , strategic assets [32] , natural resource endowments [39, 40] , the degree of political system risk [41] , the distance between China and the host country [42] , and so on.
Although there have been some scholars conducting in-depth research about the effect of IPRP on the sustainable development of China's OFDI, which undoubtedly have important reference value for this paper, there are still some deficiencies in the above literature: Firstly, in addition to natural resources-seeking motivation and strategic resources-seeking motivation, the motivation for foreign direct investment is largely manipulated by government political factors. This is especially the case for China's OFDI, it will largely be affected by the B&R initiative. Few of the above literatures have separately analyzed the investment situation of B&R. Secondly, the complex political environment and the turbulent economic market of the countries along the B&R make it difficult to determine the impact on China's OFDI, and there is likely to be a non-linear effect, which was less addressed by the previous literature. Thirdly, the empirical data time span of this paper is from 2003 to 2017, including before and after the B&R implementation, which means the time span is long enough to analyze the changes brought by the B&R to China's OFDI.
Methodology and Data Sources
Econometric Model
Based on the analysis above, we try to build a model of the factors that influence the OFDI, and set the IPRP as a core variable, attempting to explain the impact of IPRP on OFDI from the theoretical Sustainability 2019, 11, 2100 5 of 14 perspective of new institutional economics. With reference to Ushijima [32] , Adams [43] , Kang and Jiang [44] and Ramasamy et al. [45] , the basic econometric model in this paper is constructed as follows:
where, i represents the host country of OFDI, i = 1, 2, . . . , 121; t represents the time of OFDI, t = 2003, 2004, . . . , 2017 and OFDI it represents the China's OFDI to country i in year t. IPRP it indicates the strength of IPRP of country i in year t. Z it denotes the control variables, including: lnDIS indicates the distance between China and the host country, lnGDP shows the economic development level of the host country, RES denotes the natural resource endowment, lnTM expresses the strategic assets, PRS measures the political environment. In addition, due to the large fluctuation of OFDI and some value of the OFDI data being negative, with reference to the method used in Busse and Hefeker [46] , the OFDI is processed as follows: lnOFDI = ln OFDI + √ OFDI 2 + 1 . Therefore, the model can be rewritten as follows:
With the consideration of the possible hysteresis of annual OFDI flow and the problem of missing variables, the lag phase of the interpreted variable is added to the basic model as the control variable, and the dynamic panel data model can be denoted as Equation (3). In addition, due to the estimation of dynamic model, there is bound to be biased using traditional ordinary least squares (OLS) estimation method. For the estimation of dynamic model, Arellano and Bond [47] proposed a differential generalized moment (GMM) estimation method, while the drawbacks of this method are the inability to estimate non-time-varying data and the existence of serious small sample errors. So as to improve the accuracy of the estimation, Arellano and Bover [48] and Blunder and Bond [49] proposed a systematic GMM estimation method, combining the difference equation and the horizontal equation to make full use of the data information and reduce the error, which will obviously improve the estimation efficiency.
In addition, in order to test the robust of the core indicator, we use another index to measure the level of intellectual property rights protection: the rates of unlicensed PC software installations from Business Software Alliance (BSA). The robust test model for static panel data and dynamic panel data, respectively, can be expressed as follows:
Data Sources
Outward foreign direct investment (OFDI). The OFDI data is obtained from 2017 Statistical Bulletin of China's Outward Foreign Direct Investment [1] . In 2017, China's OFDI showed negative growth for the first time, but still ranked third in the world with USD158.29 billion.
Intellectual property rights protection (IPRP). In previous studies, Ushijima [32] used the index developed by Ginarte and Park [50] , and Park [51] , which is measured by five aspects of national patent law, while the time span of this index is five years, does not match the research sample in this Sustainability 2019, 11, 2100 6 of 14 paper. Referring to the pervious researches [52, 53] , we select the survey data obtained by the World Economic Forum (WEF) as an indicator to measure the intellectual property rights protection (IPRP), which can be collected from the Global Competitiveness Index Database. The value of IPRP ranges from one to seven, and the larger the value, the higher the strength of IPRP.
Distance (DIS). Since Anderson proposed the basic theory of gravity model in 1979, the gravity model has been continuously expanded by many scholars [54, 55] . Based on the model setting of Anderson and Wincoop [56] , this paper uses the geographical distance between the capital of China, Beijing, and the capital of the host country to measure the distance between the two countries. And the data of distance is obtained from the website: http://www.indo.com. It is generally believed that the farther the distance, the greater the difference between the two countries, and the higher the investment risk. The predictive coefficient is negative.
Market size (lnGDP). The market size can be measured by the gross domestic product (GDP) of host country, the more GDP indicates the larger market size of host country, and the predicted coefficient is positive. The data comes from the World Bank World Development Index (WDI) database.
Natural resource endowment (RES). Referring to the methods of Buckley et al. [57] and Kang and Jiang [44] , the RES is measured by the resource density of the host country, which can be determined by the proportion of fuel and ore exports to total exports. The predictive coefficient is positive and the data comes from the World Trade Organization Statistics Database.
Strategic assets (lnTM). With reference to Kang and Jiang [44] and Ramasamy et al. [45] , total trademark registrations (TM) can be used to measure the strategic asset of host country. The greater the number of TM, the richer the country's strategic assets. The predictive coefficient is positive, and the data can be obtained from the database of the World Intellectual Property Organization (WIPO).
Political environment (PRS). With reference to the method used in Buckley et al. [57] , we choose the indicator in the Political Risk Services International Country Risk Guide (PRS), which in turn consists of 12 components measuring various dimensions of the political and business environment in a country. The PRS indicator is comprised by six sub-indicators, including voice and accountability (VA), political stability and absence of violence (PV), government effectiveness (GE), regulatory quality (RQ), rule of law (RL) and control of corruption (CC). We use the average value of the six sub-indicators to evaluate the overall political environment of the host country. The value ranges from zero to one. The closer to zero, the more turbulent, and the closer to 1, the more stable. The predicted coefficient is positive.
The rates of unlicensed PC software installations (BSA). With reference to the indicator used in Weng et al. [58] , the rates of unlicensed PC software installations can be obtained from the global software survey of the business software alliance (BSA). Contrary to IPRP, the higher the BSA, the weaker the intellectual property protection in the country, and the predicted coefficient is negative.
Descriptive Analysis and Unit Root Test
In order to test multicollinearity, we examine the descriptive characteristics and correlation coefficient matrix of all variable as shown in Table 1 . Most correlation coefficients of the indicators are less than 0.3, and only a few correlation coefficients are greater than 0.5, which is within an acceptable range. In addition, to prevent heteroscedasticity, we make improvements from two aspects: firstly, from the data source, the logarithm of data with large interval is applied; secondly, from the estimation method, the standard deviation estimation method is taken in this paper, eliminating the influence of heteroscedasticity compared with ordinary variance estimation method. After White Test, there is no obvious heteroscedasticity problem in this model.
Moreover, so as to prevent false regression, the unit root test is performed as shown in Table 2 . It can be found that p value of all variables is close to zero, rejecting the null hypothesis that there is a unit root, indicating that all the variables are stationary. 
Empirical Analysis and Discussion
Static Panel Data Analysis and Robust Test
The static panel data is estimated for the model (2) and the results are shown in Table 3 . Column (1), (2), (3) and (4) are results of ordinary least squares (OLS) estimation, fixed effect (FE) estimation, random effect (RE) estimation, and instrumental variables (IV) estimation, respectively. According to the results of Hausman test, strongly rejecting the null hypothesis of "using a random effect model", we accept the fixed-effect model. Therefore, we will explain the results based on column (2) in Table 3 . It can be seen from Table 3 that the regression coefficients of control variables are significant and consistent with theoretical expectations. Since the distance is a non-time-varying variable and is excluded from the fixed-effect regression, we use the results of OLS estimation, column (1) , to analyze this indicator. It can be seen from the results that the regression coefficient of lnDIS is significantly negative, indicating that long distance will increase investment costs, which is unfavorable for China's OFDI. The coefficient of lnGDP is significantly positive, demonstrating the market-seeking motives of China's OFDI. The larger the host country market size, the more foreign direct investment China will have in this country. The regression coefficient of RES is significantly positive at a 1% confidence level, revealing that China's foreign direct investment has the motivation to seek natural resources in host countries. The richer natural resources of the host country, the more China tends to invest in the country.
What deserves our attention is that the coefficient of PRS is significantly negative, which means that China's OFDI is more biased towards countries with poor institutional environments, and this is in line with the findings of Kolstad and Wing [59] . There can be two reasons for China's preference for a country with lower PRS: on the one hand, most of the large multinational enterprises in China are state-controlled, which denotes the investment decisions are largely reflected in national political goals, rather than simple market targets. Related to the B&R initiative, China's OFDI is more inclined to invest in developing countries with low PRS. On the other hand, corruption is a major drawback of the Chinese government compared to developed countries, and a large number of studies have shown that a country's political institutional environment will influence the choice of cross-border investment. Enterprises in countries with poor national political systems prefer to choose countries with relatively poor institutional conditions as investment targets.
In addition, we should notice that the coefficient of IPRP estimated by the fixed effect model is not significant. The possible reason is that the endogenous problem of IPRP has not been considered. In view of this, one-phase lag of IPRP is used as the instrumental variable of IPRP to estimate model (2) and the estimation results are shown in column (4). From the results we can see that the coefficient of IPRP is significantly positive, which proves the positive impact of intellectual property rights protection on China's OFDI.
Moreover, the robustness test results of model (4) are shown in column (5), (6), (7), and (8) of Table 3 . The results of fixed effect estimation are expressed in column (6), which is basically consistent with column (2), indicating that all the results are robust. Using the one-phase lag of BSA as the instrumental variable of BSA, the estimation results are displayed in column (8) , which are in line with column (4), demonstrating the robustness of the results. In order to solve the endogenous problem of both explanatory variables and interpreted variables better, we will estimate the dynamic panel data in next section. 
The Dynamic Panel Data Analysis and Robust Test
As mentioned above, this paper uses the system GMM method to estimate the dynamic panel model, and the specific variable settings of the dynamic panel are shown in Table 4 below. Therefore, this paper uses the system GMM method to estimate the dynamic panel model and the specific variable settings are shown in Table 4 below. The results of system GMM estimation are shown in Table 5 . Columns (1) and (2) use one-phase lag and two-phase lag of the interpreted variable as explanatory variables, respectively. The comparison between column (1) and (2) shows that the degree of fitting and the test effect of column (1) are better, indicating that the one-phase lag OFDI has a great influence on current OFDI, while the impact of the two-phase lag OFDI on current period is very small. Column (3) sets the IPRP as an endogenous variable, and the rest settings are the same as column (2) . While the Sargan test of column (3) increase from 0.236 (in column (2)) to 0.681, showing that the variable setting of column (3) is more reliable than column (2) and the consideration of it is necessary to consider the IPRP endogeneity problem. Column (4) sets both the host country development level (lnGDP) and IPRP as endogenous variables, and the rest of the settings are the same as (3). The results of column (4) are more effective than column (3), indicating that the endogenous effects of lnGDP also exist. Column (5) sets only the lnGDP as endogenous variable, whose results are slightly inferior to that of column (4) with the Sargan test value decreasing from 0.984 to 0.689. So the settings of column (4) are accepted as the final setting, and the results of column (4) will be explained for the subsequent analysis. The BSA is used as an indicator to test the robustness of the IPRP in column (6) , and the results will be interpreted later.
From the estimation results of column (4) in Table 5 we can see that the coefficient of the IPRP is positive with a 1% significance level, which is consistent with the static model. And the estimation results of lnDIS, lnGDP, RES, PRS are all in line with the static model. The results of column (6) are roughly the same as column (4) indicating that the IPRP can accurately measure the intellectual property rights protection of host country, and the estimation results of IPRP are credible. 
Discussion of the Countries along the Belt and Road (B&R) Route
In order to comply with the needs of China's opening up and regional economic restructuring, China proposed the "Belt and Road" (B&R) initiative in 2013, and strived to promote cooperation among countries along the B&R route. The B&R initiative is to actively promoting China's high-quality production capacity and comparative advantage industries to the west, and trying to change the imbalance of development between the east and west in terms of trade, culture and economics. The proposal of this initiative shows that China's foreign direct investment is bound to be influenced by policy orientation, and it is more inclined to choose countries along the B&R countries as investment destinations. Based on the comparisons with the list of B&R countries that have signed the cooperation documents with China, 48 countries are selected to conduct a separate analysis. This paper analyzes the countries along the B&R separately and compares them with the full sample countries, in order to obtain more targeted conclusions. In addition, in the face of the complex investment environment of the countries along the B&R, we began to consider whether there is a non-linear effect of IPRP on ODI, so the effect of IPRP 2 is added to the model, and the fitting results are listed as column (5) in Table 6 . The fitting results of column (4) show that the coefficient of IPRP in the country along B&R is −0.0312, while the coefficient is not significant, which can be related to the complex environment of the B&R countries and it is necessary to join the influence of IPRP 2 . From the results of column (5) we can see that the coefficient of IPRP 2 is 0.65, and the significance level is of 1%, indicating that the IPRP in the country along the line has a non-linear U-shaped effect on China's OFDI. The natural resource endowment (RES) coefficient of the countries along B&R is significantly positive, indicating that China's investment in countries along the B&R has obvious natural resource seeking motives. The U-type effect indicates that when the IPRP of the host country is within a certain range, China's OFDI is biased toward a country with lower IPRP. When the IPRP exceeds a certain range, China's OFDI is biased toward a country with higher IPRP. The possible reason is that when the IPRP of the host country is low, the investment competition is small, and the Chinese enterprise OFDI has the motive for speculative profit in the country; as the IPRP rises, the number of enterprises investing in the country increases, and the chance of speculative profit decreases. When the host country's IPRP increased to a higher level, the country's economy, system, and management are all at a higher level, which can better protect the investment of multinational enterprises from China.
Conclusions
With the deepening of economic globalization and the rapid development of science and technology, the relationships between foreign direct investment and IPRP have received extensive attention. This paper uses the panel data of China's OFDI to 121 countries and the project data from the period 2006 to 2016. The goal of this study was to reveal the sustainable relationships between the IPRP of host countries and China's OFDI. Through analysis of the static panel data model and dynamic panel data model, and the addition of separate analysis for the countries along the B&R, the paper draws the following main conclusions:
Firstly, from the worldwide perspective, the strengthening of the host country's IPRP has increased the attraction of China's foreign direct investment. The stronger the host country's IPRP, the more attractive it is to China's foreign direct investment.
Secondly, the IPRP of the countries along the B&R has a non-linear U-shaped effect on China's OFDI, which is related to the complex environments of the countries. When the IPRP of the B&R countries is within a certain range, China's OFDI is biased toward a country with lower IPRP, and when the IPRP exceeds a certain range, China's OFDI is biased toward a country with higher IPRP.
Moreover, the market size, natural resources endowment and political environment of the host country are influential to China's OFDI as well. What deserves our attention is that China's OFDI is more biased towards countries with poor political conditions, which can be related to the enterprise type that most of the large multinational enterprises in China are state-controlled, resulting in investment decisions that are largely reflected by the national political goals, rather than simple market targets.
Based on the analysis above, we propose some policy implications for governors as follows: first of all, the choice of foreign direct investment in the host country should consider the country's IPRP level to ensure that Chinese companies' intellectual property will be well protected; secondly, considering the B&R initiative, China's OFDI can be biased to invest in developing countries with good development conditions in order to achieve efficient allocation of resources and deep integration of countries along the B&R. Furthermore, it is necessary to strengthen the IPRP awareness of Chinese enterprises, conducting precise investigations before investing, understanding the host country's IPRP policy, and minimizing the property rights risk in order to protect the success of OFDI. The Chinese government should provide professional services for multinational enterprises, accelerate the construction of overseas intellectual property rights assistance mechanisms for Chinese enterprises, and effectively encourage enterprises to establish overseas intellectual property rights protection alliances.
Although this work makes many contributions as mentioned above, there are still some limitations to note: firstly, the data used in this paper focuses on macro-national level and does not involve the heterogeneity at the industry and enterprise levels, which can have significant impact on investment decisions. Therefore, in subsequent research, the impact of heterogeneity at the industry and enterprise level on China's OFDI will be an important development direction. In addition, this paper finds that IPRP of the host country has a non-linear U-shaped effect on China's OFDI, and the U-shaped effect can be refined in the future using the threshold panel data model.
